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KEY ECONOMIC INDICATORS 


All values in Jamaican dollars The rate of exchange for 1971 
was different from that in 
effect in 1972 and 1973. 
The present rate of exchange is 
J$1=US$1.10. Add 10% to get the 
US dollar equivalent. 


J$Million 
ITEM 1971 1972 
(Revised) (Revised) 


INCOME, EMPLOYMENT 
GNP at Current Prices 1,420.2 1,242.8 1,487.7 
GDP 1,093.5 ee heGeval 
National Income 932.8 1,034.4 1,241.8 
Per Capita National Income 490.7 535.4 631.0 
Gross Domestic Investment 22h sS 345.7 413.2 
Unemployment 19%* 22.8% 22.4% 
MONEY AND PRICES 
Money Supply 159.7 172.2 207.5 
Public Debt Outstanding 316.4 391.5 481.8 
External Debt 109.5 433.0 174.1 
Interest Rates (Central Bank) 5-6% 56% 7% 
Consumer Price Index (1967=100) 
Kingston Area 136.0 144.0 171.6 
Rural Area 435.9 143.4 172.6 


PRODUCTION OF MAJOR PRODUCTS 

Bauxite (000 Tons) 12,244 12,345 13,386 
Alumina (000 Tons) 1,868 2,025 2,466 
Sugar (000 Tons) 379 373 326 
Bananas (000 Tons) 126 127 108 
Cement (000 Tons) 424 424 397 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserve 143.0 115.8 89.1 
Balance of Payments +/- 36.4 —43.6 -26.3 
Merchandise Account (fob net) -108.2 -121.0 -161.2 
Exports, FOB ($000) 283.9 300.3 354.7 
US 127,304 128,078 146,140 
UK 55,383 65,053 80,889 
CARIFTA 10,794 17,044.6 21,972.9 
Imports ($000) 459.7 493.2 604.1 
US 181,896 182,045 233,263 
UK 91,167 93,799 100,939 
CARIFTA 10,379 26,610 32,067 
Total Number of Tourists 448,564 493,488 517,410 
Total Tourist Expenditures ($M) 90.8 107.9 115.8 
*Estimated. No survey was done in 1971 


All statistics obtained from 1973 Economic and Social Survey. 





SUMMARY 


Although the GNP in 1973 grew about 20%, most of the 
increase reflected price increases, and it is very doubtful 
that any real growth took place. All the trends evident 
earlier in 1972 continued into 1973, i.e. trade deficit, 
current account deficit, inflation, declining agricultural 
production, balance of payments deficit, etc. 1974 
prospects may be slightly better based on an improved 
sugar crop and higher sugar prices, slightly better 
domestic crop production and increased export earnings 
primarily from bauxite. Tourism is also expected to 
increase, although the hotel industry will continue to 


have difficulties. Industrial production will continue 
to be hampered by inflation and supply constraints. In 
terms of growth, 1974 may show a slight improvement over 
1973. The investment climate will remain mixed with 
opportunities for United States suppliers in selected 
industries. 





CURRENT ECONOMIC SITUATION AND TRENDS 
1973 Economic Performance 


1973 GNP increased by 19% compared to 10% in 1972, and 

per capita income increased by 18%. In terms of GNP 
agriculture showed an increase of 17.6% although sugar 

and banana production continued to decline, sugar to a 
three-year low of 326,000 tons and bananas to 108,000 

tons; and increased earnings from agriculture were mainly 
due to the effect of devaluation. Bauxite/alumina increased 
by 18% reversing the decline in production in 1972. Tourism 
continued to expand, but at declining rates compared to 
previous years; the number of tourists grew by 4.9% and 
tourist expenditures by 7.3%. Exports were J$354.7 million 
compared to J$300.3 million in 1972, mainly due to some 
recovery in the bauxite/alumina industry. Imports increased 
by 22.8% to a new high of J$604.1 million and the trade 
deficit which has been widening since 1960 reached J$249.9 
million in 1973. 


Inflation rose to 30-31% in 1973. The average annual 


increase in 1973 was 20% compared to an annual average 
increase of 7%% between 1969 and 1972. The rather sudden 
cost-of-living increase in due to rapid escalation in 
commodity prices, supply constraints, rise in fuel prices 
and to some extent wage increases. There are very few 
statistics on wage increases, but most of the recent settle- 
ments have been in the region of 30-50%. In addition, 
escalating oil prices and import prices toward year end 
caused foreign exchange reserves to fall to J$76 million 

by the end of 1973. The current account deficit, tradition- 
ally offset by heavy capital inflows related to the bauxite 
industry, rose to 38225 million. Unemployment remained at 
approximately the same rate as in previous years. In short, 
despite statistical growth, it is unlikely that any real 
increase in growth or per capita income occurred. 


1974 Economic Performance to Date 


The oil crisis which was first felt in late 1973 simply 
exacerbated an already deteriorating situation. The Govern- 
ment early in the year announced a lanes number of measures 
to stem the foreign exchange outflow including new and 
enforced exchange controls, credit ceilings, additional 





regulation of the banking system and limitations on imports. 
Imports in 1974 are not to exceed J$725 million as follows: 
consumer goods J$98 million, other consumer goods (durables 
and non-durables) J$67 million, capital goods (machinery) 
J$210 million, raw materials J$203 million and fuel (fuel 
oils, petroleum products, lubricants) J$147 million. Since 
this amount is only 20% more than in 1973, considering the 
present rate of inflation, it is in fact a net reduction. 
Preliminary trade figures for the first six months of 1974 
are: imports J$376.8 million, exports J$227.5 million, 
indicating that the 1974 import target of J$725 million 

on an annual basis has already been exceeded. 


The combination of relatively static exports, rapidly 
escalating imports, combined with the energy crisis, caused 
the Government to immediately seek to maximize export earn- 
ings. The disparity between the world sugar price and the 
Commonwealth Sugar Agreement (CSA) price caused the GOJ to 
negotiate a better CSA price - from J$122 per ton to J$168 
per ton. 1973-74 sugar production was 378,000 tons, the 
highest in nine years, mainly because of improved weather 
conditions. Sugar earnings for 1974 are conservatively 
estimated at J$65.8 million. Tourism continues the same 
pattern of expansion as 1973, and the total number of 
tourists through the first six months was 298,500 compared 
to 284,400 for the same period in 1973. Expenditures also 
increased and were estimated at J$75.3 million through June 
1974. With reference to bauxite, the Prime Minister announced 
a new bauxite levy which was expected to bring the country 
earnings of J$200 million in the fifteen-month period between 
January 1, 1974 and March 31, 1975, the end of the current 
fiscal year. The additional income is to be divided between 
General Government Revenues and the new Capital Development 
Fund. The Capital Development Fund would be utilized for 
new development projects, assistance to the productive 
sectors and to purchase equity in the bauxite/alumina 
companies. Negotiations between the Government and the 
companies began in early 1974 and are expected to continue 
into 1975. 


On an end of period basis, inflation continued at about 30% 
in 1974. The same factors were responsible as in 1973. In 
addition, the effect of oil price increases were felt in all 
sectors of the economy. Wage rates continued to increase at 
1973 levels. It is difficult to know how the Government can 
stem further increases in the cost-of-living without the 
institution of some kind of prices and incomes policy, or 
without some kind of massive subsidy program. The Manley 
Government expects to introduce wage legislation toward the 





end of this year, but the effect will probably be to put a 
floor under wages rather than a ceiling on increases. There 
is little indication of any real change in the unemployment 
situation, although recent figures indicate that it fell 
from 22.8% in 1972 to 22.4% in 1973. Little change is 
expected in 1974. 


Because of the bauxite levy and increased Government borrow- 
ing, the reserve position improved dramatically from J$76.1 
million in January 1974 to J$185.8 million in August 1974, 
The Bank of Jamaica estimates that reserves will be J$120- 
J$140 million in December 1974, J$150-J$170 million in 
December 1975 and remain at about this level at the end of 
1976. Preliminary 1974 export earnings are expected to 
increase 70% above 1973, mainly due to the bauxite levy 

and higher sugar prices. Imports are expected to exceed 

the target of J$725 million and may reach an estimated 

J$855 million. Tourism earnings are tentatively estimated 
to increase by 18% or to J$116 million (net). Even so, the 
current account deficit is estimated at J$243 million, but 
large increases in both Government and private borrowing 

are expected to offset this deficit, and a balance of payments 
surplus is anticipated in 1974, 


1975 Prospects 


Most of the trends observed in 1974 will continue throughout 
at least the first half of 1975. Despite increased export 
earnings, the structure of Jamaica's economy has not changed, 
and the country still continues to be a price taker. The 

GOJ will continue to try to take advantage of the seller's 
market in bauxite and sugar for the short run. The Govern- 
ment's development strategy is to lessen its trade deficit 
through expanded exports, limitations on imports, particularly 
consumption goods, and expanded tourism promotion to maximize 
earnings from that source. The Government is also trying to 
restructure the economy to make it less dependent on external 
factors including foreign capital, but this will remain 
extremely difficult, since all fuel and most raw materials 
and other essential items for the productive sector are 
imported. 


IMPLICATIONS FOR THE UNITED STATES 


The biggest hindrance to increasing the United States share 
of the market which is now about 40% are the new import 
restrictions. Although these restrictions will be adjusted 
to meet the needs of the productive sectors, some kind of 
controls will undoubtedly remain especially as far as con- 


sumer imports are concerned. Promotion of United States 





exports will have to be geared closely to Jamaica's develop- 
ment priorities if they are to increase without being 
markedly affected by the new licensing system. The 
Commercial Action Program, therefore, calls for giving 
priority to agricultural development, food processing 
machinery, irrigation equipment, security items for companies 
and households, etc. Since the Government has announced 
that several major projects may be expected to come on 
stream in 1975, these may present additional opportunities 
for United States suppliers of heavy equipment and related 
products. It is anticipated that these projects may include 
expansion in the alumina industry and development of one of 
the phases of the Luana refinery complex. 


The investment climate continues mixed, since the business 
community remains concerned as the Government takes a more 
active role in the economy. Foreign investment is actively 
encouraged, but it must be within very definite idelines. 
Priority will be given to industry which meets the Govern- 
ment's economic goals and will contribute to economic self- 
sufficiency, create new jobs and train workers in a variety 
of skills. The outcome of the continuing bauxite negotiations 
will also affect the investment climate in Jamaica. 
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